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President Eisenhower on Nov. 28 selected President Appoints New 
Lawrence G. Derthick, superintendent of Chattanooga Education Commissioner 


Public Schools since 1942, to succeed Samuel M. — 
Brownell as United States Commissioner of Education. He will take office on 
or about December 17. The office had been vacant since Sept. l. 

Prior to his work at Chattanooga, Dr. Derthick served as a professor of 
education at East Tennessee State College, as assistant superintendent in 
Nashville, and as chief of the education branch of the Office of Military 
Government in Bavaria. A former president of the American Association of 
School Administrators, Dr. Derthick was quoted by the Washington Post as de- 
scribing himself politically as an "independent--a lone horse." 

The appointment of Dr. Derthick as U.S. Commissioner received favorable 
comment by many leaders in education including President Arthur S. Adams of 
the American Council on Education, who said, "The President's selection of 
Lawrence G. Derthick, Superintendent of Schools in Chattanooga, as the new 
U.S. Commissioner of Education will, I think, be gratifying to those concerned 
with the nation's continuing progress in education. His broad experience as a 
college teacher, as a public school administrator, and as a chief educational 
officer in military government abroad provides a superb background for his new 
responsibilities in dealing with the total educational needs of the nation." 


A proposal that steps be taken through legis- Legislation Approved to 
lation to strengthen the Office of the U.S. Commission- Give Commissioner Tenure 
er of Education was approved on November 30 by the 
Council's Committee on Relationships of Higher Education to the Federal Govern- 
ment. The committee was informed that Marion B. Folsom, Secretary of Health, 
Education, and Welfare, has indicated his willingness to sponsor such legis- 
lation during the first term of the &th Congress. The legislation, in general, 
would have two provisions: (1) a definite appointment for a term of more than 
four years to provide tenure and security that would remove the commissioner- 
ship from political patronage, and (2) an increase in salary to place the 
Commissioner of Education on the same level with other Federal administrators 
having comparable responsibilities. 

The committee was informed that this proposal had been approved by re- 
presentatives of a number of national organizations, including several constitu- 
ent members of the Council. The committee voted unanimously to approve such 
legislation. 


The Subcommittee on National Scholarship Council to Conduct Poll 
Policy presented a set of recommendations to the on Federal Scholarships 
full Committee on Relationships at its meeting on : 

November 30. The subcommittee statement included an estimate of the national 
need for additional scholarships and a discussion of basic considerations and 
guiding principles for a Federal Scholarship Program. It was brought out in 
the discussion that conditions have changed in a number of important respects 
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since the Council membership was last polled on the question of a Federal Scholar- 
ship Plan nearly 10 years ago. Hence the committee voted that the subcommittee 
should prepare a questionnaire to the membership with primary emphasis on the 
acceptability of the proposed basic considerations and guiding principles if a 
Federal program of any kind is considered desirable. It is planned to conduct the 
poll primarily in order that the results may be available if a Congressional 
committee should decide to hold early hearings on this subject, in which numerous 
members of both Houses have indicated increasing interest in recent years. 


Funds to be Sought for Dr. Elvis J. Stahr, Jr., Executive Direct- 
President's Committee or of the President's Committee on Edu- 


cation Beyond the High School, was 

present at the November 30 meeting of the Council's Committee on Relationships of 
Higher Education to the Federal Government. He described the proposed future pro- 
gram of the President's Committee and explained the requests for funds that will 
be presented to Congress. He said that a request for a supplemental appropriation 
of $650,000 will be made early in the first session of the &th Congress. These 
funds, which were authorized under P.L. 813 of the Ssth Congress, will be used 
primarily for grants to the several states in order that state conferences may be 
held in the fall of 197. State agencies will be permitted to use some of these 
funds to defray the expense of respresentatives attending the regional conferences 
scheduled in the months of March, April, May, and June, 197. (See this Bulletin, 
Vol. V, No. 21.) 

Among the appropriation requests sent to Congress for the fiscal year be- 
ginning July 1, 1957, will be one for more than $300,000 to meet the general 
expenses of the central committee and its staff, according to Dr. Stahr. He also 
indicated that a request for more than $2,000,000 will be made to offer grants to 
the states to assist them in planning for the future of education beyond the high 
school. The Committee on Relationships voted unanimously to support, in appropri- 
ate ways, the requests for funds to support the work of the President's Committee 
on Education Beyond the High School as described by Dr. Stahr. 


Testimony Given on Testimony on three matters of direct 
Three Tax Proposals > importance to higher education was 


presented on November 26 before the 
Subcommittee on Internal Revenue Taxation of the House Committee on Ways and Means 
by G. E. Harwood, Comptroller of the University of Notre Dame. Mr. Harwood spoke 
as @ member and representative of the Council's Committee on Taxation and Fiscal 
Reporting to the Federal Government. He also represented, by request, the American 
Association of Land-Grant Colleges and State Universities, the Association of_ 
American Colleges, the National Association of State Universities, and the State 
Universities Association. As background for his comments on specific items, he 
made the following general statement: 


"The Committee on Taxation and Fiscal Reporting to the Federal Government 
believes that the principle of tax exemption of colleges and universities is based 
upon the public services rendered by these non-profit institutions. Any impair- 
ment of this principle would have tragic consequences. The greatest social need 
in this day of increasing enrollments is to increase the resources of these public 
service institutions in order that they meet the growing demands uvca them. The 
Committee believes just as firmly, however, that all questionable practices and 
abuses. arising from this tax exempt principle should be critically examined and 
avoided by the colleges and universities." 


Following are excerpts from Mr. Harwood's testimony regarding the three 
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items under consideration by the Subcommittee. 


l. "The staffs of the Treasury Department and the Joint Committee on 
Internal Revenue Taxation have proposed to limit annuity contributions of tax 
exempt organizations for their employees to 10 percent of salary. This proposal, 
they say, was made because, in some instances, educational organizations have 


been known to pay selected employees all, or almost all, of their compensation 
in the form of an annuity. 


"We believe that such a blanket limit on retirement plan contributions 
as proposed to correct this unintended benefit would, in so doing, cause new 
unintended hardships to thousands of college and university personnel. A blanket 
limitation is not sufficiently selective to control the isolated situations where 
salary payments are diverted and at the same time allow bona fide retirement 
plans the latitude they need to take care of all the problems that may arise by 
way of compensation for past inadequacies, adjustments for changes in retirement 
ages, and even the improvements that may be needed hereafter to keep pace with 
plans found in the private industries which compete with us for staff. In this 
connection we point out that no limits are imposed on benefits provided in the 
qualified plans to taxable organizations. 


"Since the instances of diverting salary payments to the purchase of 
annuities are isolated ones, we believe that the better approach is found in that 
already taken by the Internal Revenue Service in Revenue Ruling 54-267 (Exhibit 
A attached). While the ruling applied to one specific situation only, the 
general principle underlying it extends to all of the other arrangements which are 
properly condemmed. We understand that a regulation can be drafted under the 
existing law which would make this clear..." 


2. There is a "proposal to convert the present exclusion for certain fellow- 
ship and scholarship grants into a deduction in arriving at adjusted gross income. 
As we understand it, if adopted, the proposal would subject all fellowship and 
scholarship grants to payroll withholding. This would mean that a student, who 
has been awarded a grant which by law is not taxable but on which the college 
would be required to withhold taxes, would not have use of the amount withheld 
until he had filed an income tax report at the end of the year and the: refund 
for the amount withheld is made to him. In such cases the student would not have 
full use of the grant when he needed it most. 


"The amount a fellow receives for his fellowship is usually relatively 
small in comparison with his normal income, and fellows undertake these programs 
at a considerable personal economic sacrifice. It would add seriously to a fellow's 
burden to reduce even temporarily the take-home amount he would receive for living 
expenses if he were required to furnish working capital for the government be- 
cause of deductions for tax determination, even if the deductions were only temporar- 
ily withheld by the government. : 

"We believe that rather than changing the law, the present code and 
regulations should be clarified to eliminate misunderstanding on the part of college 
and university officials and of the students receiving the grants." 


3. "Under the present law, an individual may establish a trust with the in- 
come tax free if an educational institution is the beneficiary of the trust in- 
come. A trust of this nature must be irrevocable for a period of at least two 
years. The staff of the Treasury Department has proposed that the life of the 
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Advice Offered on As evidence of the Government's interest 
East Europe Plans in carrying on increased contacts with 


trust be increased to a minimum of ten years. We are glad to note that the staff 
of the Joint Committee on Internal Revenue Taxation has not, as yet, endorsed 
this proposal. 


"The Council's Committee on Taxation, along with a number of other 
associations and institutions, endorsed whole-heartedly the inclusion of the 
short-term charitable trust provision when it was being considered as part of 
the Internal Revenue Code of 194. The arguments for the 2-year charitable trust 
are as valid today as they were in 1954. The economic situation which faces the 
majority of the privately financed institutions of higher learning, particularly 
the smaller ones, is serious. Many smaller institutions are often supported by 
one family or a small number of families. The present tax structure with its 
percentage limitations on deductions for charitable and other contributions pre- 
vents many families from contributing as generously as they would like. The 
2-year charitable trust was included in the provisions of the 194 Code, then, 
to encourage more generous giving during the lifetime of a donor... 


"In view of the purposeful intent for including the short-term charitabla 
trust provision in the Internal Revenue Code of 194, and because we believe the 
proposed change would do much to discourage formation of such trusts and thus 
deprive educational institutions of possible income, we urge thet the present 
2-year rule be retained." 


In the course of the discussion that followed, Mr. Harwood offered on be- 
half of the Council's Committee to secure additional information which the Sub- 
committee desires before making final recommendations. Members of the House 
Subcommittee are Wilbur D. Mills (Arkansas), Chairman, Noble J. Gregory (Kentucky) 
Thomas J. O'Brien (Illinois), Frank Ikard (Texas), Richard M. Simpson (Pennsylvania 
Robert W. Kean (New Jersey), and Howard H. Baker (Tennessee). ; 


Eastern Europe, which includes an 
appropriate exchange relationship in the technical, scientific, cultural, and 
educational fields, the Department of State has established a coordinating staff. 
This staff will render advisory assistance, and also facilitate, when appropriate; 
specific projects as well as individual visits to Eastern Europe other than for 
purposes of tourism. 

When a question of exchange visits arises, this staff should be consulted, 
for Eastern European nationals are permitted entry only under certain conditions. 
Address all queries to Frederick T. Merrill, Director, East-West Contacts Staff, 
Department of State, Washington 25, D. C. 
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